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1 
Class Interval Growth/Value Label 
PB ≥ 7 Aggressive Growth 
6 ≤ PB < 7 Very High Growth 
5 ≤ PB < 6 High Growth 
4 ≤ PB < 5 Moderate Growth 
3.1 ≤ PB < 4 Growth at Reasonable Price (GARP) 
2.5 ≤ PB < 3.1 Slightly Undervalued 
2 ≤ PB < 2.5 Moderately Undervalued 
1.5 ≤ PB < 2 Strongly Undervalued 
1 ≤ PB < 1.5 Deep Value 
































Step 1: Classification System 
Step 2: Portfolio Weightings 
 Where: 
  𝑊𝑖𝑡 =𝑊𝑒𝑖𝑔𝑕𝑡 𝑜𝑓 𝑖
𝑡𝑕  𝑠𝑡𝑜𝑐𝑘 𝑎𝑡 𝑡𝑖𝑚𝑒 𝑡 
  𝑃/𝐵𝑖𝑡 = 𝑃𝑟𝑖𝑐𝑒 − 𝑡𝑜 − 𝐵𝑜𝑜𝑘 𝑜𝑓 𝑡𝑕𝑒 𝑖
𝑡𝑕  𝑠𝑡𝑜𝑐𝑘 𝑎𝑡 𝑡𝑖𝑚𝑒 𝑡 
   𝑃/𝐵𝑖𝑡
𝑛
𝑖=1 = 𝑆𝑢𝑚 𝑜𝑓 𝑃𝑟𝑖𝑐𝑒 − 𝑡𝑜 − 𝐵𝑜𝑜𝑘 𝑟𝑎𝑡𝑖𝑜𝑠 𝑎𝑡 𝑡𝑖𝑚𝑒 𝑡 𝑓𝑜𝑟 𝑡𝑕𝑒 𝑝𝑜𝑟𝑡𝑓𝑜𝑙𝑖𝑜 
  𝐷𝑉𝑖𝑡 = 𝐷𝑜𝑙𝑙𝑎𝑟 𝑉𝑎𝑙𝑢𝑒 𝑜𝑓 𝑖
𝑡𝑕  𝑠𝑡𝑜𝑐𝑘 𝑎𝑡 𝑡𝑖𝑚𝑒 𝑡 
  𝑆𝑕𝑎𝑟𝑒𝑠𝑖𝑡 = 𝑆𝑕𝑎𝑟𝑒𝑠 𝑜𝑓 𝑖
𝑡𝑕   𝑠𝑡𝑜𝑐𝑘 𝑎𝑡 𝑡𝑖𝑚𝑒 𝑡 𝑕𝑒𝑙𝑑 𝑖𝑛 𝑝𝑜𝑟𝑡𝑓𝑜𝑙𝑖𝑜 
  𝐷𝑉𝑖𝑡+1 = 𝐷𝑜𝑙𝑙𝑎𝑟 𝑉𝑎𝑙𝑢𝑒 𝑜𝑓 𝑖
𝑡𝑕  𝑠𝑡𝑜𝑐𝑘 𝑎𝑡 𝑡𝑖𝑚𝑒 𝑡 
  𝑃𝑉𝑖𝑡+1 = 𝑃𝑜𝑟𝑡𝑓𝑜𝑙𝑖𝑜 𝑉𝑎𝑙𝑢𝑒 𝑎𝑡 𝑡 + 1 
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Classification Return Alpha Average Alpha Ranking
Aggressive Growth -38.67% 7.00% 5
Very High Growth -11.54% 34.13% 1
High Growth -24.13% 21.53% 2
Moderate Growth -37.55% 8.12% 4
GARP -32.63% 13.03% 3
SPX Index -45.66%
16.76%
Table 3 - Actual and Relative Returns for Growth Portfolios: 
(12/31/2007)-(3/31/2009)
Classification Return Alpha Average Alpha Ranking
Slightly Undervalued -31.80% 13.87% 1
Moderately Undervalued -36.38% 9.28% 3
Strongly Undervalued -33.27% 12.40% 2
Deep Value -39.75% 5.91% 4
Value Trap -58.73% -13.07% 5
SPX Index -45.66%
5.68%
Table 4 - Actual and Relative Returns for Value Portfolios:      
(12/31/2007)-(3/31/2009)
Classification Return Alpha Average Alpha Ranking
Aggressive Growth 45.62% 5.86% 3
Very High Growth 8.17% -31.59% 5
High Growth 54.07% 14.31% 2
Moderate Growth 75.71% 35.95% 1
GARP 45.07% 5.31% 4
SPX Index 39.76%
5.97%
Table 5 - Actual and Relative Returns for Growth Portfolios: 
(3/31/2009)-(12/31/2009)
Classification Return Alpha Average Alpha Ranking
Slightly Undervalued 52.76% 13.01% 4
Moderately Undervalued 43.00% 3.24% 5
Strongly Undervalued 67.18% 27.42% 3
Deep Value 99.33% 59.57% 2
Value Trap 220.68% 180.92% 1
SPX Index 39.76%
Table 6 - Actual and Relative Returns for Value Portfolios:     
(3/31/2009)-(12/31/2009)
56.83%
Classification Return Alpha Average Alpha Ranking
Aggressive Growth 28.63% 15.84% 2
Very High Growth 36.15% 23.36% 1
High Growth 15.53% 2.75% 5
Moderate Growth 23.69% 10.91% 3
GARP 23.32% 10.54% 4
SPX Index 12.78%
Table 7 - Actual and Relative Returns for Growth Portfolios: 
(12/31/2009)-(12/31/2010)
12.68%
Classification Return Alpha Average Alpha Ranking
Slightly Undervalued 17.16% 4.38% 5
Moderately Undervalued 25.74% 12.95% 1
Strongly Undervalued 18.75% 5.97% 4
Deep Value 20.91% 8.13% 3
Value Trap 22.09% 9.31% 2
SPX Index 12.78%
Table 8 - Actual and Relative Returns for Value Portfolios:       
(12/31/2009)-(12/31/2010)
8.15%
Classification Return Alpha Average Alpha Ranking
Aggressive Growth 20.03% 8.04% 3
Very High Growth 22.82% 10.83% 1
High Growth 22.75% 10.76% 2
Moderate Growth 19.09% 7.10% 4
GARP 8.78% -3.22% 5
SPX Index 11.99%
6.70%
Table 9 - Actual and Relative Returns for Growth Portfolios: 
(12/31/2010)-(3/31/2012)
Classification Return Alpha Average Alpha Ranking
Slightly Undervalued 12.69% 0.70% 1
Moderately Undervalued 9.53% -2.46% 2
Strongly Undervalued 6.59% -5.40% 3
Deep Value 5.94% -6.05% 4
Value Trap -4.16% -16.15% 5
SPX Index 11.99%
Table 10 - Actual and Relative Returns for Value Portfolios:      
(12/31/2010)-(3/31/2012)
-5.88%
Step 3: Returns of Value/Growth Portfolios vs. S&P 500 
Analysis 
Compare the performance of growth 
and value portfolios over a highly 





Studies indicate value outperforms 
growth over long periods of time  





• Downswing: Growth > Value 
• Rebound: Value > Growth 
• Upswing: Growth > Value 
• Trading Range: Growth > Value 
